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Clean Water Bond Law of 1984
Official Title and Summary Prepared by the Attorney General
CLEA:\ WATER BOl\:D LAW OF 1984. This act provides for a bond issue of three hundred twenty-five million dollars
(3325.000.000) to provide funds for water pollution control, water conservation, and water reclamation projects and
activities.

Final Vote Cast by the Legislature on AB 1732 (Proposition 25)
Senate: Ayes 36
Assembly: Ayes 75
~oes
1
Noes 0

Analysis by the Legislative Analyst
Background
Under the Clean Water Act, the federal government
provides grants to public agencies. These grants pay for
most of the cost of constructing sewage treatment plants.
Prior to October 1, 1984, the federal grant covered 75
percent of project costs; the remaining 25 percent generally was shared equally between the state and the public
, agency constructing the project. Effective October 1,
1984, the federal grant for most eligible projects is limited
to 55 percent. based on federal law in effect at the time
that this arialysis was prepared (early July 1984).
Voters in California approved ballot measures in 1970,
1974, and 1978 authOrizing the issuance of state general
obligation bonds totaling $875 million, for the primary purpose of financing the state's contribution toward the construction costs of local sewage treatment plants. (The 1978
Bond Act also included $50 million for other types of
projects, such as those intended to prevent water pollution, conserve water, or reclaim water.) A general obligation bond is backed by the full faith and credit of the state,
meaning that. in issuing the bond, the state pledges to use
its taxing power, if necessary, to assure that sufficient
funds are available to pay the principal and interest on the
bond. By July 1, 1986, the entire 8875 million will have
been spent or committed to specific projects.
According to a survey conducted by the U.S. Environmental Protection Agency (EPA), the total cost of bringing California's publicly owned sewage treatment facilities into compliance with state and federal regulations was
approximately $3.4 billion in 1982. The EPA survey also
estimated that an additional $2.3 billion will be required
to meet California's sewage treatment needs by the year
2000, primarily as a result of population growth and the
extension of sewage treatment service to a larger percentage of the population.
Proposal
This measure would authorize the state to sell $325 million of general obligation bonds in order to raise money for
the following five purposes:
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1. Construction of Wastewater Treatment Plants-$250
Million. The measure appropriates $250 million of the
bond proceeds to cover a portion of the cost of constructing federally assisted wastewater treatment plants. Under
the measure, the State Water Resources Control Board
would allocate the money to projects eligible for federal
funding in a manner generally consistent with the provisions contained in previous bond acts. The measure also
provides as follows for the allocation of bond funds when
the federal share is less than 75 percent or in the event that
the U.S. Congress makes changes in the federal grant program:
a. If the federal grant covers less than 75 percent ,,",,,
eligible project's costs, the agency sponsoring the
project may receive a state loan for up to 12Y2 percent of the construction cost in addition to the state
grant for 12~ percent.
b. If the federal Clean Water Act authorizes a federal
loan program for construction of treatment works
and requires state matching funds, the measure authorizes the State Water Resources Control Board to
provide state loans in order to meet the matching
requirement. .
c. If federal funding for sewage treatment projects is
eliminated, eligible projects could receive loans
equal to 25 percent of construction costs; no grants
would be made.
The first $30 million in principal and interest payments
on any loans made by the state must be used to augment
the amount available for water reclamation loans in category 3 below.

2. Supplemental State Assistance Grants-$40 Million.
The measure appropriates $40 million in bond proceeds
for supplemental state assistance to "small communities"
to cover the cost of constructing treatment works. These
communities by definition have not more than 5,000
people and face a financial hardship as defined by the
State Water Resources Control Board. Up to 97~ ppp"""-"
of the total costs of pollution studies, planning, desig
construction could be funded from this allocation.' 1 L\.
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measure generally limits the cost of any single project
assisted with these funds to 82.5 million. unless the board
finds that a more expensive project would be more cost
effective.
~. Water Reclamation Projects - $25 Million. The
,sure appropriates $25 million in bond proceeds for a
new water reclamation loan program. under this program, loans could be made for up to 100 percent of the
eligible design and construction costs associated with water reclamation projects that are more cost effective than
the development of other new sources of water. No single
project could receive more than $10 million in loans under
this program. The $25 million appropriated for water reclamation loans could be used instead for loans to finance
the construction of wastewater treatment plants after the
$250 million allocated for that purpose is depleted.
4. Water Conservation Programs - $10 Million. The
measure makes $10 million in bond proceeds available
upon appropriation by the Legislature for loans to public
agencies for voluntary cost-effective capital outlay water
conservation programs, including leak detection and repair and improvements to irrigation systems. Loans may
be made for up to 100 percent of eligible design and construction costs. No single project could receive more than
$5 million in loans. The Department of Water Resources
would administer this program.
5. Administrative and Other Expenses. The measure
allows the State Water Resources Control Board, upon
authorization in the annual Budget Act, to use up to 5
percent of total bond proceeds ($16.25 million) to administer the bond measure and for planning and research
activities.

Fiscal Effect
1. Cost of Paying Off the Bonds
The bonds authorized by this measure probably would
be paid off over a period of up to 20 years. The principal
portion of these repayments would average $16.3 million
per year. In addition, the state would have to pay interest
on the borrowed funds. We estimate that, if the bonds
were sold at an interest rate of 10 percent, the annual cost
of these interest payments would average approximately
$17.1 million.
The source of funds that would be used to make both
prinCipal and interest payments is the state's General
Fund, If the State Water Resources Control Board or the
Department of Water Resources determines at some time
in the future that the purposes of the loan programs have
been met, any remaining funds would be available to
repay the General Fund for the principal and interest
payments made on the bonds.

2. Other Fiscal Effects
Increased Borrowing Costs. Generally, an increase in
the amount borrowed by the state tends to raise the rate
of interest on borrowed funds. Consequently, the state
and local governments could incur higher costs under
other bond programs as a result of this measure. The size
of these costs cannot be estimated.
Revenue Loss. The interest paid by the state on these
bonds would be· exempt from the state personal income
tax. Therefore, to the extent that the bonds are purchased
by California taxpayers in lieu of taxable investments, the
state would collect less income tax revenue. It is not possible to estimate what this revenue loss would be.

Text of Proposed Law
This law proposed by Assembly Bill 1732 (Statutes of 1984, Ch. 377) is
submitted to the people in accordance with the provisions of Article XVI
of the Constitution.
This proposed law adds sections to the Water Code;· therefore, new
provisions proposed to be added are printed in italic ~vpe to indicate that
they are new.

PROPOSED LAW
SECfION 1. Chapter 15 (commencing with Section 13999) is added
to Division 7 of the Water Code, to read:
CHAPTER 15. CLEAN WATER BOND LAw OF 1984
13999. This chapter' shall be known and may be cited as the Clean
Water Bond Law of 1984.
13999.1. The Legislature finds and declares as Follows:
(a) Clean water is essential to the public health. safety, and welFare.
(b) Clean water Fosters the beauty of CaliFornia s environment, the
expansion of industry and agriculture, maintains fish and wildliFe, and
supports recreation.
(c) California s abundant lakes and ponds, streams and rivers, coastline. and groundwater are threatened with pollution. which could threaten public health and impede economic and social growth iF leFt unchecked,
(d) The states growing population has increasing needs For clean
water supplies and adequate treatment Facilities.
Ie) It is of paramount importance that the limited water resources of
the state be protected From pollution, conserved, and reclaimed whenever possible to ensure continued economic, community, and social
growth.
(n The chiefcause of water pollution is the discharge ofinadequatelv
treated waste into the waters of the state.
'
(g) Local.agencies ha~'e the primary responsibility For construction.
('-~ration, and maintenance of Facilities to cleanse our waters.
.. Rising costs of construction and technolOgical changes have
• ·d the cost of constructing treatment Facilities beyond the reach of
1-41 agencies alone.
(i) Because water knows no political boundaries, it is desirable For the
state to contribute to construction of these Facilities in order to meet its
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obligations to protect and promote the health. saFety, and welfare of its
people and em·ironment.
Ui ~ 'oluntary, cost-effective capital outlay water conserTation programs can help meet the growing demand For clean water supplies..
(ki (J) It is the intent of this chapter to provide necessary Funds to
ensure the Full participation by the state under the Federal Clean Water
Act (33 L·.S.C. Sec. 1251 et seq. I and an.!' acts amendatory thereoF or
supplementary thereto.
(2) It is also the intent of this chapter to pro~'ide special assistance to
small communities to construct Facilities necessarv to eliminate water
pollution and public health hazards.
.
(3) It is the Further intent of this chapter to provide Funds For state
participation in the financing of the development and implementation
of programs and systems For water reclamation.
(4) It is the Further intent of this chapter to pro~'ide Funds For voluntar,v, cost-effective capital outlay water conservation programs cooperativel.v carried out by public agencies and the department,
13999.2. As used in this chapter. and For purposes of this chapter as
used in the State General Obligation Bond Law (Chapter 4 (commencing with Section 1672O) of Part 3 of Division 4 of Title 2 of the Government Code). the FollOwing words shall have the FollOwing meanings:
(a) "Committee" means the Clean Water FinanceCommitteecreated by Section 13999.4.
(b) "Board" means the State Water Resources Control Board.
(c) "Fund" means the 1984 State Clean Water Bond Fund.
(d) ".\Iunicipality" shall have the same meaning as in the Federal
Clean Water Act (33 U.S.c. Sec. 1251 et seq.) and shall also include the
state or any agency, department. or political subdivision thereoF.
( e) "Treatment works" shall have the'same meaning as in the Federal
Clean Water Act (33 U.S.c. Sec. 1251 et seq.).
(f) "Construction" shall have the same meaning as in the Federal
Clean Water Act (33 U.s.c. Sec. 1251 et seq.).
(g) "Eligible project" means a project For the construction of treatment works which is alJ of the Following:
(1) l\'ecessary to prevent water pollution .
(2) Elilidble For Federal assistance, whether or not Federal Funds are
then a~·ailable.

Continued on page 71
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Clean Water Bond Law of 1984
Argument in Favor of Proposition 25
\Vater pollution threatens our water supplies and our
beaches. rivers and lakes ..\ YES vote on Proposition 25
\\'ill continue the proven program that cleans up water
pollution while reducing costs to local governments. :\0
new taxes will be needed to finance the program.
If this measure does not pass. local clean water costs will
more than double.
That is why this bond issue was placed on the ballot by
a unanimous vote of the State Senate and a 75-1 vote in the
State Assembly. Democrats. Republicans and Independents agree that Proposition 25 is the best way to finance
needed water pollution control facilities.
Proposition 25 provides 8250 million in grants and loans
for sewage treatment plants. These plants cut the amount
of pollution to about one-fifth previous levels. That means
cleaner beaches, cleaner rivers and cleaner lakes. It also
means many jobs in the construction industry because
state money is more than tripled by a federal grant. Each
dollar the state spends is matched by 82.20 from the federal government.
Another 840 million of the bond issue is set aside to
sewer small rural communities. It's important that we protect water quality in the areas where most of our water
supply originates.
The reclamation of treated wastewater for cooling'industrial powerplants. irrigating greenbelt areas and other
safe wastewater reuses will get $25 million in loans from

this bond issue. It's a small investment to make use of
wastewater once impurities are removed. use of reclaimed wastewater will free scarce freshwater supplies
for use in our homes.
For water conservation, the bond issue allocates $10 million in loans to spur major water conservation efforts. The
money will help replace or repair leaking delivery systems
and for other construction projects that can save millions
of gallons of water yearly.
These funds will be used wisely. All of the reclamation
and conservation money will b~ returned to the state
when the loans are repaid. The money will then be used
for new projects, creating a permanent funding source.
This money will be put to use again and again to help
protect the California water system.
Your YES vote on Proposition 25 helps California preserve its current water supply and guards it against water
pollution. That's a big reward for a measure that will cost
less than one dollar per year per person in California.
JIM COSTA
A/ember of the Assembly, 30th District
BILL LEONARD
Member of the Assembly. 61st District
GERALD H. MERAL Ph.D.
Planning and Consen1ation League

No rebuttal to argument in favor of Proposition 25 was filed

If you move you must reregister
to be eligible to vote
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Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency

G84

Clean Water Bond Law of 1984
Argument Against Proposition 25
Here we go again skipping down the yellow brick road
of state indebtedness. This bond issue is another effort
jeopardizing the financial well-being of our state's future
generations.
- Although this bond issue like most is a worthy and needed proposaL it is a bond project like most that should be
funded through existing revenues.
If the existing revenues of the State of California were
spent less wastefully, funding for projects such as this

could be readily available without placing a black cloud of
debt on our future.
The long-range fiscal security of California should be a
priority concern of the state's Legislature.
The successful passage of the Clean Water Act of 1984
would achieve a short-term objective. However, in the
long run California taxpayers lose.
DON SEBASTIANI
.Wember of the Assembly, 8th District

Rebuttal to Argument Against Proposition 25
Even the opponent of Proposition 25 concedes that water pollution control projects are worthy and needed. But
he wants to pay cash.
That's like asking you to pay cash for a new house or car.
There are five good reasons why a bond issue is the best
way to pay for these facilities.
1. A bond issue spreads out payment over the 20-30year life span of the project.
2. Our credit is good and our debt is low: 42 states have
more bonded indebtedness per capita than does California.
" Delavs increase construction costs.
Almost half of the money will be loaned to local government. When repaid, the money becomes available for
other water pollution cleanup projects.
5. If we pay cash we will either have to raise taxes, cut
spending or dip into the emergency funds carefully set
aside by Governor Deukmejian. To finance this and simi-

lar bond issues could require cuts in school, public safety
and toxic pollution control programs.
Major businesses sell bonds for this type of construction
project. It makes good financial sense. Water pollution
control bonds make the same type of sense for state government. Our clean beaches, lakes and rivers are part of
our economic health and our way of life. Without adequate sewage treatment, there can be no new housing,
community development or economic growth.
Please join us in making a strong investment in clean
water for California and vote YES on Proposition 25.
MARY JANE MERRILL
President. League of Women Voten- of California
JIM COSTA
Member of the Assembly. 30th District
BILL LEONARD
.Hember of the .4ssembly. 61st District

Election Day is Tuesday, November 6, this year
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reduced tax revenues resulting from the reduction in federal expenditures within the state. On balance, it is likely

pposition 25 Text of Proposed Law
, ..",tinued from page 3
(3) Certified hi' the board as entitled to prioritv ol'er other treatment
works. "nd which complies with applic,lble water qualitl, standards, policies, ,/lid plans,
(h) ''£li!!ible Hater reclumution project" means a water reclamutlOn
project H'hich is cost-f'ffectil'e when compured to the del'(>/opment of
other nen' sources of H'ater, and for which no fedeml assistance is currenth'm',lilable, These projects or actil'ities shall comply with applicable
water quality standards, policies, and plallS, '
(ii "Fedeml assistance ,. means funds al'ailable to a municipality, either directly or through ullocation by the state. from the federal gOI'ernment to construct treatment works pursuant to the federal Clean Water
.kt.
rj) "Small commulllty" means a municipality with a populution of
5,000 persons or less. or a reasonably isolated and didsible segment of a

lar![er municipali(i' encompllssing 5.000 persons or less. with a financial
hardship as defined hi' the board,
(k) 'Supplemental state assistance" means a grant gii'en to a quahb'in!! small community. in addition to the normal federal and state contributiollS. to reduce the local share of a project.
(I) "Federal Clean Water Act" meaIlS the existing federal Clean Water Act (33 U.S.C Sec. 1251 et seq.) and any acts amendatory thereof or
supplementar.i· thereto.
(m) 'Toluntary, cost-effectil'e capital outlay water consen'ation pro!!r:ams" means those feasible capital outlay measures to improve the
effiCiency of water use through benefits which exceed their costs. The
programs include, but are not limited to. leak detection and repair within
the water distribution and consumption system, distribution and installation of new and replacement water conserving fixtures and dei·ices.
I'all'e repair and replacement, meter calibration and replacement, physical improvements to achiel'e corrosion control, irrigation system improvements to reduce leakage which results in the loss of otherwise
usable water. tailwater pumpback recovery svstems, construction of
small reservoirs within irrigation systems which consen'e water which
has already been captured for irrigation use. and other physical improl'eIts to irrigation systems. In each case, the department shall deter, 'J< ""e that there is a net savings of water as a result of each proposed
....ect and that the project is cost-effective.
(n) "Department" means the Department of Water Resources.
13999.3. There is in the State Treasun' the 1984 State Clean Water
Bond Fund. which fund is hereby created. There shall be established in
the fund ,I Clean H'ater Construction Grant Account for the purpose of
implementin!! Section 13999.8, a Small Communities Assistance Account
for the purpose of implementing Section 13999.9. a Water Reclamation
Account for the purpose of implementing Section 13999.10 and a Water
Consen'ation Account for the purpose ofimplementing Section 13999.11.
13999,4. There shall be a Clean Water Finance Committee consisting
of the Governor or his designated, representative, the Controller. the
Treasurer, the Director of Finance, and the Executive Director of the
State Water Resources Control Board. The Clean Water Finance Committee shall be the "committee" as that term is used in the State General
Obligation Bond Law.
.
13999.5. (a) The committee is hereby authorized and empowered to
create a debt or debts, liability or liabilities, of the State of California, in
the aggregate amount of three hundred twenty-five million dollars
($325,000.000), in the manner proVided in this chapter. The debt or
debts, liability or liabilities. shall be created for the purpose of providing
the fund to be used for the object and work specified in this section and
in SectioIlS 13999.6, 13999.8, 13999.9, 13999.10, 13999.11, and 13999.14.
(b) The board is authorized to enter into contracts with municipalities
having authority to construct, operate, and maintain treatment works
and reclamation projects. for grants and loans to the municipalities to aid
in the construction of eligible projects and eligible water reclamation
projects and may adopt rules and regulations necessary to carry out the
provisions of this chapter.
.
(c) As approved by the Legislature annually in the Budget Act, the
board may, b.v contract or otherwise, undertake plans, surveys, research,
development, and studies necessary, convenient, or desirable to carry
out the purposes of this division, ahd may prepare recommendations
with regard thereto, including the preparation of comprehensive statewide or areawide studies and reports on the collection, treatment, and
disposal of waste under a comprehensive cooperative plan.
(d) As approved by the Legislature annually in the Budget Act, the
\,.
,
-:I may expend bond funds necessary for administration of this chap-

\

'LIIe)

Not more than 5 percent of the money deposited in the fund may
For purposes of subdivisions (c). and (d).
(f) As approved by the Legislature annually in the Budget Act, the
department may direct grants and loans to any public agency or, by

~ used

that. if this measure is approved, state expenditures would
be reduced and county expenditures would be increased.
COli tract or otherwise, undertuke plans, sun'e,i'S, research. de I'elopmell t.
ulld studies lIecessan', cOlll'ellient, or desirable to carn' out I'oluntan'.
cost-eHectn'e cupit,d outlm' water consen'ation pro!lraIns.
.
Ig) The board m<ly expend filllds lIecessary to reimburse the Geller<ll
ObJiflatioll BOlld Expense Remll'in!l Fund pursll<JI1t to Section 16724.5 of
the GOI'emment Code.
13999.6. {il bonds which hai'e been duli' sold ,llId delil'ered constitute iaJid 'Illd le!l<lili' bindin!l general obhj(ations of the State of Californi<l, and the filii f<lith and credit of the State of L!.lliforniu is pledged for
the punctual puyment of both principal and interest.
There shall be collected allllUally in the same manner, and ut the same
time <IS other st,lte re~'enue is collected, the sum, in addition to the
ordinan' rel'elllles of the stute. required to p<ly the principul and interest
0/1 the bonds. It is the duty ofuli officers charged by law with any duty
in regurd to the collection of th,1t revenue to perform each ,U1d every act
which is necessuTl' to collect this additional sum .
A.il monev deposited in the fund which has beerJ derived from premium and accrued interest on bonds soid is al'aiiuble for transfer to the
Generul Fund as a credit to expenditures for bond interest.
13999.7. The Stute General Obli!lation Bond Law is adopted for the
purpose of the issuance. sale, and repayment of. and other matters with
respect to, the bonds authorized by this chapter. The pro~'isions of that
lal\' are incJuded in this chapter us though set out in full ill this chapter,
except that, notwithstanding any pro~'lsion in the State General Obligation bond Law, the bonds authorized under this chapter shall bear the
rates of interest, or maximum rates. fixed from time to time by the
Treasurer with the approvul of the committee. The maximum maturity
of the bonds shall not exceed 50 years from the date of the bonds or from
the date of each respective series. The maturity of each respective seTies
shall be calculated from the date of the series.
13999.8. (a) The sum of·two hundred fifty million dollars ($250,000,(00) of the money in the fund shall be deposited in the Clean ",~ter
Construction Grant Account and is appropriated for grants and loans to
mUlllcipalities to aid in construction oj eligible projects and the purposes
set forth in this section.
(b) If the federal Clean Water Act authorizes a federal loan program
for proilding assistance for construction of treatment works, which requir~s state rp.atching funds, the board may est:lblish a State Water Pollution Control Revolving Fund to pTo~jde loans in accordance with the
federal Clean Water Act. The board. with the approval of the committee,
ma~' transFer funds from the Clean Water Construction Grant Account
to the revolving fund for the purposes of meeting federal requirements
for state matching funds.
(c) .iny contract entered into pursuant to this section may include
such provisions as may be determined by the board, provided that any
contract concerning an eligible project shall incJude, in substance, all of
the follOWing provisions:
(1) .in estimate of the reasonable cost of the eligible project.
(2) An agreement by the board to pay to the muniCipality. during the
progress of construction or follOWing completion of construction as
agreed upon by the parties, an amount which equals 1ft least 12% percent
of the eJigible project cost determined pursuant to federal and state laws
und regulations.
(3) An agreement by the mUnicipality to proceed expeditiously with,
and complete, the eligible project; commence operation of the treatment worn upon completion and to properly operate and maintain the
works in accordance with applicable provisions of law; apply For and
make reasonable efforts to secure federal assistance for the eHgible
project; secure the approval of the board before applying for federal
assistance in order to maximize the assistance received in the state; and
provide for payment of the municipality's share of the cost of the eHgible
project.
(d) The board may. with the approval of the committee. transfer
moneys in the Clean Water Construction Grant .4ccount to the State
Water Quality Control Fund, to be made available for loans to public
agencies pursuant to Chapter 6 (commencing with Section 13400).
Ie) Grants may be made pursuant to this section to reimburse
municipalities For the state share of construction costs for eHgible
projects which received federal assistance, but which did no1 receive an
appropriate state grant due solely to depletion of the State Clean Water
and Water Conservation Fund created pursuant to the Clean Water and
Water Conservation Bond Law of 1978 (Chapter 12.5 (commencing with
Section 13955)). EHgibility for reimbursement under this section is limited to the actual construction capital costs incurred: .
(f) To the extent funds are available, if the federal share of construction Funding under Title II of the federal Clean Water Act is reduced
below 75 percent, unicipalities otherwise eHgible for a grant under this
section shall also be entitled to a loan From the Clean Water Construction
Grant Account of up to 12~ percent of the eligible project cost.
(g) To the extent Funds are available, if the federal Clean Water Act
authorizes a federal loan program for providing assistance for construction of treatment works, the board may make those loans in accordance
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with the t"t>deral Clean Water Act and state lal\'. The Lellislature mal'
enact 1<'lll>J<lt1011 that It deems necessar,I' to Implement the state loai)
prOllram,
1 h I ,\otlnth,tandIllg aIH' other prol'ision of la\\'. and to the extent
tlmd" art> a I '11Ia/;le. II feder;]1 funding under Title 11 of the federal Cie;]n
It ater Act ce,15e5, municipalities shall onll' be entitled to a loan from the
Clt>an It ',Iter ConstTllction Grilnt Account of 25 percent of the f'ligible
pro/f'ct co.'(
! ii, All loans pursuant to this section are subject to all of the follo\\'l1lg
prOl'ISlOn.'
111 ,\1uIllCJpalitles seeking a 10,llI shall df'monstrate. to thp 'iJtisf:lction
of thf' board. th;]t an adeqtwtf' opportuIlltl' for public p;]rtlcip;]tion reIlarding the lo;]n has been prol'ided
12) Am t>lection held with respect to the loan shall include the entire
municipaiItI, except where the mWlIcipalitl, proposes to accept the loan
on behalf of a specified portion. or portions. of the municipalit.I'. in which
case the referendum shall be held in that portion or port1OllS of the
municipalItI, onl,I',
(3) Am' loan made pursuant to this section shall be up to 25 years with
an interest rate set annuaJJ,I' by the board at 50 percent of the average
interest rate paid bl' the state on general obli[!ation bonds for the calendar .Year immediatell' preceding the ,I 'ear in which the loan agreement
is executed
(.J) The first thirtv million dollars (S30.OOO.OO(}) in principal and interest from loans made pursuant to this section shall be paid to the It'Mer
Reclamation Account, All remaining principal and interest from the
loans shall be returned to the Clean Water Construction Grant Account
for new obligations,
13999,9, (a I The sum of forti' million dollars (S40.OOO.OOO) of the
monel'in the fund shall be deposited in the Small Communities Assistance Account and is appropriated for supplemental state assistance to
small communities for construction of treatment works eligible for assistance under Title II of the federal Clean Water Act.
'
(b) Sotwithstanding subdivision IC) of Section 13999.5. the board mal'
make grants to small communities so that the combined federal and state
grant 'Is an amount up to 97% percent of pollution studies. the total
estimated cost of planning, design. and construction determined in accordance with applicable state laws and reJ<Ulations, :\"0 supplemental
state assistance grant under this section shall be made for projects costing
more than two million five hundred thousand dollars (S2.50(J.000) unless
a finding IS made b.I' the board that a higher cost project is the most
cost-effectil'e solution to a water quality or public health problem,
(c) An,I' contract entered into pursuant to this section ma,I'include
such prOl'isions as may be determined by the board. prol'ided that anv
contract shall include the prol'isions required by paragraphs (1) and (31
of subdil'ision (c) of Section 13999.8.
13999.10. (a) The sum oftwentv-five million dollars ($25.000.000) of
the money in the fund shall be deposited in the Water Reclamation
.4ccount and is appropriated for loans to municipalities for eligibl" water
reclamation projects which will provide water for beneficial uses.
The board may loan a municipality up to 100 percent of the ,total
eligible costs of design and construction of a reclamation project.
(b) A.nl' contract for an eligible water reclamation project entered
into pursuant to this section mal' include such provisions as determined
by the board and shall include both of the following prol'isions:
( 1) An estimate of the reasonable cost of the eligible water reclamation project.
(2) .4n agreement bl' the municipality to proceed expeditiously with.
and complete. the eligible water reclamation project; commence operation of the project in accordance with applicable provisions of law; prolide for payment of the municipality's share of the cost or the project,
including principal and interest on any state loan made pursuant to this
section: and. if appropriate. apply for and make reasonable efforts to
secure federal assistance, other than that al'ailable pursuant to the federal Clean Water Act, for the state-assisted project.
(c) Loan contracts may not provide for a moratorium on payments of
principal or interest.
(d) Any loans made from the Water Reclamation Account shall be for
a period of up to 25 years with an interest rate set annually by the board
at 50 percent of the average interest rate paid by the state on general
obligation bonds in the calendar year immediately preceding the year in
which the loan agreement is executed. All principal and interest from
loans shall be returned to the Water Reclamation Account for new loans.

Proposition 26 Text of Proposed Law
Continued from page 7
17695,9.

72

With respect to the proceeds of bonds authorized by this

(el Funds available under this section may be used for loans pursuant
to mbdil'lsiollS rEI, Igi. and (hi of SectIOn 13999.8 if the Clean Water
COllStructIOn Grant Account is depleted All principal and interest Oil
am' such loans shaJJ be repaid to the i-I-ater Reclamation Account,
I (I ,\0 smgle project ma,I' recell't> more than ten miJiion dollars rSJI),'
OOO,(XX)) from the board
__.
13999,11, lal Ten million doJJars ISJO.ooo.()()()) of the mone.
"
fund "haJJ be deposited in the Water Consen'ation Account and'shalt ~,"
aI'ailablE' for appropriation bl' the LE'gislature for loans to mUIIIclpalities
to wd in the conduct of I'oluntan'. cost-E'ffectil'e capital outla,' \\'atE'r
consen'ation programs and thE' purposes set forth in this section. '\ot·
\1'ithstandIllg subdil'isJOn Ie I o(Section 13999.5 and subdil'ision (fl of thIS
section. all of the funds depositE'd in the Water Consen'ation Account bl
this subdil'ision shall be in'ailable for water consen'Mion programs, SonE'
o( the funds depOsited in the Water COllSernltion Account b,l' this sub·
division shaJJ be expended for costs of administration.
1b I .1ny contract entE'red into pursuant to this section mav includE'
prol·isions as may be determined by the dE'partment. Howel·E'r. ,WI'
contract concerning an eligible. voitmtar.I'. cost-effective capital outla,I'
water conservation program shall include. in substance, all of the foJJowllut
~(1)

.1n estimate of the reasonable cost and benefit of the program,
(2) .1n agreement b,I' the public agency to proceed expeditiously with.
and complete. the program,
ICI Loan contracts may not prol'ide a moratorium on payments of
principal or interest.
(d) .1m' loans made from the Water Consen'lItion Account shaJJ be (or
a period up to 25 years with an interest rate set annually by the board
at 50 percent of the al'erage interest rate paid bl' the state on general
obli;!ation bonds in the calendar year immediately preceding the year in
II'hich the loan agreement is executed, AJJ prinCipal and interest from
loans shall be deposited in the Water Consen'ation Account for new
obli[!ations,
(e) .\'0 single project may receive more than fil'e million dollars ($5,000.(00) from the department.
(f) As approl'ed by the Legislature annualll' in the Budget .kt. the
department may expend up to 5 percent of the funds in the Water
COllSeTl'ation Account for the administration of this section,
13999,12, Except as expressly prol'ided in this chapter, no mone,I'
deposited in the fund pursuant to any prot'ision of law requirin[! repal'·
ments to the state for assistance financed by the proceeds of the bonds
authorized bl' this chapter shall be al'ailable for transfer to the General
Fund.
13999.13. There is he~eby appropriated from the General Fu
~
State Treasury for the purpose of this chapter an amount equal '0'"!....l
sum of the follOWing:
(1) The sum necessary annually to pay the principal of and the interest on the bonds issued and sold pursuant to this chapter, as the principal
and interest become due and payable.
(2) The sum necessary to carry out Section 13999.14 which is appropriated without regard to fiscal years.
,
13999.14, For the purpose of carr.ving out this chapter, the Director
of Finance ma,I', by executive order, authorize the withdrawal from the
General Fund of an amount or amounts not to exceed the amount of the
unsold bonds which the committee has authorized to be sold for the
purpose of carrying out this chapter. ,4ny amounts withdrawn shall be
deposited in the fund and shall be disbursed by the board III accordance
with this chapter, Any money made avallab~e under thIS sectIOn to the
board or department shall be returned to the General Fund from monel'
received from the sale of bonds, The withdrawals from the General Fund
shall be returned to the General Fund with interest at the rate which
would have otherwise been earned by those sums in the Pooled Money
Investment Fund.
13999.15. Upon request of the board or department, the committee
shall determine whether or not it is necessary or desirable to issue bonds
authorized under this chapter in order to make those arrangements. and.
if so. the amount of bonds to be issued and sold, Successive issues of bonds
mal' be authorized and sold to make those arrangements progressil'ely,
and it shall not be necessarv that all of the bonds authorized to be issued
shall be sold at anyone time.
.
13999.16. The committee may authorize the Treasurer to sell all or
any part of the bonds at times lixed by the Treasurer.

of

chapter, all provisions of Sections moo to 17750, inclusive, shall apply,
17695.95. Out of the first money realized from the sale of bonds under
this chapter. there shall be repaid any moneys advanced or loaned to the
State School Building Lease-Purchase Fund under any act of the Legzslature, together lvith interest provided for in that act.

